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CHAPTERI|
INTRODUCTION
Economic Setting

Socio-Economic Conditions of Nepal

Nepal faces complex social and economic problems based on diverse
physiographic cohditions, delicate ecological balances, open international
borders, a multi-faceted social structure, and skewness of resource ownership
and wealth distribution. Furthermore, policy interventions in directing economic
and social change operate in the context of a mixed democratic/monarchy
political system, free markets, and open borders.

From past experiences, the country has learned to address these multiple
problems with multi-dimensional strategies. The recent 'Basic Needs
Programme' and various 'Integrated Rural Development Programmes' have
included macroeconomic and sectorai policies for enhancing economic
development and have provided means for improving efficiency of public sector
institutions, programmes, and investments. The financial and other public
institutions have directed more and more resources to preferred sectors and
groups so that production and employment opportunities are created and social
awareness is raised concerning the interdependence of socio-economic and

environmental problems.



The socio-economic/environmental problems are critical to rural Nepal
where 90 percent of the population live. The country depends heavily on the
agricultural sector which shares 55 percent in the GDP (Appendix Table A-1)
and absorbs 91.4 percent of the labor force. However, during recent years, the
sector's contribution to exports has decreased from 70 percent to 30 percent
(World Bank, 1989).

Farming systems are diversified because of variations in climatic and
topographical conditions due to variations in altitude. The country is 193 km
wide (North-South) and 850 km long (East-West). There are three
physiographical belts running east to west. The Tarai (plain) belt in the south
(75-300 m), the hills in the middle (300-3000 m), and the mountains in the north
(3000-8500 m). In the middle hills, there are several longitudinal valleys known
as 'Inner Tarai' (Figure 1). The three physiographical belts occupy,
respectively, 23, 42, and 35 percent of geographic area and 54, 37.4, and 8.6
percent of cultivated area supporting 44, 48, and 8 percent of the population.
Total cultivated area is 16 percent of the total geographic area. Forest area,
pastureland, perpetual snow area, and wasteland occupy 42, 12, 15, and 15
percent, respectively. Any in,crease in area under cultivation must come from
depletion of the forest because there is little scope to bring pasture or snow and
waste land under cultivation.

Distributién of land is highly skewed (Appendix Table A-2). Half of the 2.2
million families own about 6.6 percent of total cultivated land with an average of
0.15 hectares per family while the top 9 percent of families own 47.3 percent of
total cultivated land. Considering an average of 1.03 hectares per family in the
Tarai and 0.5 hectares per family in the hills as a sustainable family income
threshold size (Appendix Table A-3), about 67 percent of the families need

external support to supplement farm income from the undersized units.
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Population growth (2.6 percent annual rate) poses food deficit and forest
depletion problems (Appendix Tables A-4 and A-5). Food production has fallen
from 92 percent of the requirement in 1976, to 80-85 percent of the requirement
in 1988 (World Bank, 1989).

Increase in food production is mainly due to area effect rather than yield
effect (Yadav, 1987). Irrigation and chemical fertilizer use are key factors for
increased food production. Area under irrigation (Appendix Table A-6) and
consumption of chemical fertilizers (Appendix Table A-7) have increased over
time. Similarly, areas under high yielding varieties (HYV) of major cereal crops
have increased over time (Appendix Table A-8). Still, crop productivity has
remained stagnént (Appendix Table A-9) due mainly to iow productivity of
marginal lands brought under cultivation over the years through forest depletion
(Sapkota, 1986). |

There is a finite limit on increasing cultivated area through forest depletion.
Floods, landslides, soil erosion in the hills, and siltation in the Tarai and other
ecological imbalances (lves, 1987) are real threats from further continuation of
this process. Overcutting of forest trees and over-use through grazing have
caused the forest reserve to fall below sustainable levels. It is expected that in
another two decades the total forest will disappear if the current depletion trend
is maintained (World Bank, 1989).

Lack of interregional transport and communication facility, and malarial
infestation in the Tarai belt caused a large proportion of the hill population to
remain in the hill belt before 1950. Increased population density and poor land
quality in the hill belt increased firewood and forage demand causing heavy
deforestation. After malaria eradication in the late 1950's, the government
nationalized the forest, increased timber sales for revenue generation, and

implemented resettiement programs to the Tarai for purposes of relieving



population pressure in the hills. Eventually, spontaneous migration became
greater than the government could resettle in a planned manner and migrants
again encroached upon forest area. Consequéntly, the remaining forest of 3.2
million hectare (in 1985) is far less than the 8.1 million hectare needed to fulfill a
sustained fuelwood and fodder demand (Appendix Table A-10).

Complete depletion of the forest seems to be certain unless there is a
radical shift in the energy consumption pattern from traditional fuels to
commercial base (Appendix Table A-11). However, alternatives such as fossil
fuel and electricity are not within immediate reach of the majority of households.
One alternative, biogas is costly for low income families to install and its
efficiency decreases in cold areas. It also requires several head of livestock to
obtain sufficient dung as input and most families can not maintain this herd size.
Fuel efficient stoves are another alternative but adaptation has been slow.
Afforestation on government land is still another partial solution. However,
insufficient land is available to reverse the depletion trend.

The government's targets of fuel efficient stove distribution and community
forestry programs are not sufficient to meet the expected increase in energy fuel
demand arising from population growth (Wallace, 1987). Forest production in
the private sector represents another partial solution. However, those able to
allocate land to private forestry fear possible nationalization in the future.

Ninety percent of the Nepal population lives in rural areas. Thus,
alleviating poverty to a great extent lies in improving agricultural productivity.
However, there has been little growth in the agricultural sector. Poor
performance of this sector is attributed to inadequate transport infrastructure,
large number of poorly fed livestock with low productivity, inadequate and
declining forage base, declining soil fertility due to environmental degradation,

adverse and erratic weather conditions, ineffective irrigation delivery systems,



problems in availability and delivery of chemical fertilizer, slow progress in
developing high yielding technology, and weak research and extension
services (Yadav, 1987, World Bank, 1989).

To improve productivity and performance of the agricultural sector, the
emphasis has been on government development expenditures. However,
actual expenditures (Appendix Table A-12) made in the agricultural sector have
remained significantly lower than allocated budget (Yadav, 1987).

Livestock is an integral part of the farming system in Nepal. [t constitutes
about 30 percent of agricultural output versus 60 percent for crops and 10
percent for forestry. Animal population (Appendix Table A-13) has not
increased significantly over the period 1962/63 to 1984/85 mainly because of a
decline in the forage base. Cattle population is virtually unchanged over the
period while slight increases have occurred in buffalo, goats and sheep, and
draft animals. Profitability of buffalo over cow, increased demand for mutton,
and intensification of crops demanding timely availability of draft animals have
caused these structural changes. In general, this sector is characterized by
extremely low productivity because of poor genetic base, inadequate feeding,
poor management, and widespfead disease (Yadav, 1987). The government is
investing resources to improve livestock as a supplemental activity to cropping
systems. Symbiotic relationships between subsistence farming, forest growth,
and forage production need to be identified and enhanced for purposes of
expanding the livestock sector.

Generally, the price mechanism is an effective measure to equate supply
and demand. But the location of the country in open borders with surrounding
countries (Figure 2) does not permit successful price intervention policy.
Secondly, financially constrained budgets would not permit implementation

even if border problems were kept under control (Wallace, 1987).
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Religion and Caste

Népal has a population of 17 million with an annual rate of growth of 2.6
percent over the last three decades. It has a multi-cultural, multi-racial, and
multi-lingual society. Although dominated by the Hindu religion (89.5 percent),
other religions include Buddhists (5.3 percent), Muslims (2.7 percent), and all
other (2.5 bercent). Mongol race is dominate in the mountain area, the Aryan
race is dominate in the Tarai area, and both races with interracial mixtures are
found in the hill area.

Hinduism in the past recognized four caste institutions based on division of
labor. They are Brahmans (priest, knowledge seekers), Chhettris (warriors),
Vaishya (merchants), and Shudras (low castes). Each caste group has many
sub-castes, Figure 3. Except for Brahman and Chhettris, sub-castes in other
caste groups differ widely between the hill and the Tarai areas. The institutional
caste system remained active and strong for thousands of years. In the Hindu
society, as the name suggests, Brahmans led the society from knowledge
(education) and religion, Chhettris ruled politically, Vaishyas ruled financially,
and Shudras remained the neglected group, those that serve society. In the
past, the low caste group was always bypassed by policymakers. Any effort by
the lower castes to move to upper class professions was taken as a crime.

As time passed, the institutional caste system became weaker and weaker.
People of one caste group began adopting professions of other caste groups.
This was the consequence of socio-economic changes such as education,
monetization of the economy, industrialization of the ancient agrarian economy,

_and opening of societies to the external world.
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During the 1950's, Nepal initiated development plans under its new
constitutional framework. The constitution recognized equal rights for each
citizen. Theoretically, the new constitution did away with the caste system. This
step was viewed as essential for national integration.

Insufficient data are available to identify interrelated economic
relationships of the caste system in the pre-plan era. After the 1950's the
government did not maintain (as per constitution) a data base on the caste
issue. Thus, information on caste behavior in relation to socio-economic
variables is not available. Nevertheless, studies indicate that caste groups
differ significantly in attitude towards innovativeness/-
entrepreneurship/receptivity and thus public programs have differential impacts
on caste groups (Bhandari et al., 1986; Dignan et al., 1979; Sah, 1984; Sah,
1985). Though power and wealth distribution are related to caste hierarchy
(Regmi, 1971), one thing is always common with all caste groups, that is, the

majority of households in each caste suffer from poverty.

Government Institutions

Government programs ahd policies have always tried to address issues
using multi-dimensional approaches because no single variable has been
isolated as the casual factor. Many development oriented programs have been
undertaken to address specific issues under various national/international
agencies. However, 'Integrated Rural Development Programs (IRDP)’
appeared appropriate as they addressed multi-sectoral issues simultaneously.
They are generally funded by donor agencies and are confined to certain target

areas of the country. Under IRDP, a heavy investment is made in building
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infrastructure. Consequently, the government may not be willing or able to
commit to country-wide replications of IRDP's.

The government has tried to create a grass-root level institution which
serves within the framework of the people's own planning and participation.
Until 1975, cooperatives were the only financial institution operating at the
grass-root level under the framework of peoples own planning and
participation. However, limited financial resources and heavy political
commitment have severely hindered its growth and development. Most
commercial banks have remained confined to urban areas. The Agricultural
Development Bank of Nepal (ADB/N) has penetrated rural areas but it's rigidity
on 'mortgage requirements' (under regular lending activity) has led to serving
large farmers more often than small farmers and the landless.

During 1975, the Small Farmers Development Program (SFDP) emerged
with an objective to ameliorate the socio-economic conditions of the rural poor
under a framework of the people's own planning and participation and
mobilization of locally available resources. Though the ADB/N is the executing
agency, heavy emphasis is placed on social programs while keeping feasible
government services (detail in Appendix Table A-14). The program relies
heavily on cooperation from various government/non-government (GO/NGO)
agencies although the government has no commitment for any investment in
this program. Also, no financial collateral is required for financing. Commitment
of beneficiary group members for utilization and repayment of loans is the basis
of funding. Thus, success of the program lies in the ability of proponents to win
people's sentiment and at the same time attract GO/NGO services delivered in
their project area.

The SFDP has grown rapidly. By 1988/89 there were 416 sub-project

offices (SPO's) benefiting 96,814 members through credit and other social
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programs (Appendix Tables A-15 and A-16). Though expansion was rapid in
terms of ADB/N's resources, it was slow in covering only about 5-7 percent of
target families over the 13 year period.

Commercial banks have also expanded services in rural areas under
directive of the government. Credit disbursements from various financial
institutions -have significantly increased over time (Appendix Table A-17).
However, people still depend heavily on private money lenders for credit needs
(Nepal Rastra Bank, 1988, 1982, 1981). A comparison of the institutional
interest rates (Appendix Table A-18) with the inflation rate (Appendix Table A-1)
or price Index (Appendix Table A-19) indicates a precarious situation for the
viability of the financial institutions themselves and the need for an indepth
study of credit markets (World Bank, 1989) .

The government's commitment to alleviate poverty and improve income
distribution typifies the "Basic Needs Program' which places entire attention on
increasing production and employment so as to fulfill minimum basic needs
(food, clothing, housing, education, health, security) of the common man.
Considering only the agricultural sector, food self-sufficiency implies food grain
production increase of 4.8 percent per annum compared to the 1.5 percent
increase from 1974/75 to 1985/86. For it, grain productivity would need to
increase at 3.7 percent per annum versus the annual decline of 0.5 percent and
irrigation coverage would need to expand by 68,000 hectares annually (World
Bank, 1989).

The government has taken bold steps to achieve the goal of fulfilling basic
needs including the Structural Adjustment Program (SAP) introduced to
strengthen macro-economic and sectoral development policies and improve

efficiency of public sector investments and institutions (World Bank, 1989).
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Problem Statement

Past studies indicate that development plans frequently do not benefit
equally all groups within a target population. Inherent attitude differences from
person to person and group to group create two clear strata in the target
population. Upper class groups are more innovative and receptive in
responding to government programs. LoWer class groups are less
innovative/receptive and respond more slowly to government programs.
Success of government programs lies in how efficiently all groups respond
within the overall target population.

Many studies have evaluated performance of the SFDP. Even though
ADB/N's definition of a small farmer is narrower than that given by the
government, and even though SFDP tends to reach the lower stratum faster, still
evaluation studies indicate that it does not reach all the target groups. The
issues include: Who are the groups that tend to be left behind? Why does it
happen? Are there ways to ensure greater participation of all groups in
government programs? Is it necessary for the government to make further
structural adjustments in programs and policies to assure that deprived groups
participate more fully? Suc'h questions are timely and pertinent in the
development of rural Nepal.

Upper and lower stratum groups may be identified within a caste system
and/or by income level. In the process of identifying the 'left behind' groups, it is
hypothesized that families of different groups behave differently in regard to
program participation and sharing in program benefits. There is growing
evidence that different caste/ethnic groups falling within the same income class

behave differently because of differences in cultural attitudes (Sah, 1984; Sah,
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1986; Dignan et. al.,, 1979; APROSC, 1985). Thus, it becomes essential to
identify those 'left behind' groups not only by income level but also by
caste/ethnic group. Past studies have not been comprehensive in identifying all
activities engaged in by income and caste/ethnic group, in establishing
resource ownership by income and caste/ethnic group, and in quantifying the
interdependencies of activities and commodity and factor markets at the
community or village level. This study will empirically estimate the
interdependencies of activities and commodity and factor markets at the village

level by means of a Social Accounting Matrix (SAM).
Objectives

The overall objective of this study is to structure a village level economy in
the Tarai region of Nepal and to empirically estimate the structure for purposes
of evaluating household income distribution by caste and farm size. The
general framework of analysis is a village level Social Accounting Matrix (SAM)
with additional data and modelling for purposes of evaluating government
programs and policies for their impacts on household income distribution.

Specific objectives of the study include the following:

1. Formulation of a village level SAM identifying households by caste

and farm size.

2. Empirical estimation of the SAM for a village system in the Tarai

region using household and community survey data to construct the
integrative accounts of activities, commodities, factors, households,

and financial institutions.
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3. Utilization of the SAM to analyze the income distribution effects by
household caste and farm size associated with structural conditions in
the village system economy.

4. Utilization of the SAM to evaluate household (caste and farm size)
and community effects associated with government programs such as

the SFDP and with private and public credit programs.
Organization

Following the introductory chapter, an overview of the study area with
respect to caste setting is presented in Chapter Il. Related literature is reviewed
and methodological aspects are dealt with in Chapter lll. Empirical results of
the SAM and interpretation of findings are presented in Chapter IV. Chapter V
includes further analysis and policy implications. Finally, Chapter VI contains

the Summary and Conclusions.



CHAPTER Il

REGIONAL SETTING

Economic development of a region is influenced, to a large extent, by the
quantity and quality of resources available in the region. Factors such as land,
labor, infrastructural facilities, and climatic conditions are important for
agriculture and area development. In this chapter, a description of the study
region is presented by characteristics such as location, topography, soil type,

climate, demographic structure, land utilization, and infrastructural facilities.
Regional Resources

The study area of Kumroj Panchayat! is located at 80°32' North latitude
and 270°35' East longitude in the Chittown district. It is about 90 Km southwest
of Kathmandu and it is bordered by the perennial rivers Budhi Rapti to the north
and Rapti to the south (Figures 4 and 5).

Clay, sandy loam, silty loam, and clay loam are the major soil types. The
area has sub-tropical humid climate suitable for a variety of summer/winter

crops, vegetables, and fruits.

1 Panchayat is the basic political/development unit. It has a population from 2,000 to 10,000
and is composed of a cluster of hamlets. Nepal is politically divided into 75 districts Each
district consists of several panchayats.

16



River . Ce e B 1\
River & Boundary . - . e~~~

Internationa 1 Boundary -esemes

Highways + - - T

Market Centers - . -e

H111/forest - . R 7.

Inner Terai- - B

Connecting Road > e

Study Region .

4
’
N

Figure 4. Chittown District, Study Area, and Communication Facilities

L



Roads
Canals
Schools
Bridge
River
Yillage

—_———

>
x
B

=

Tarai Community Forest
Community Forest _—y
Government Forest RIS
Ward/Hamlet No. O
Panchayat Boundary ~ N

Ward Boundary -

Figure 5. Study Region

18




19

Historical Perspective

Prior to 1950, the Chittown district was covered by dense forest with
plenty of wildlife. Because it was infested by malaria, few migrants came to the
area to settle. Tharus (local tribes) were the only people living in the area. The
economy was essentially closed and non-monetized.

A malaria eradication program launched by the government in the late
1950's, made this zone safe. Organized resettlement programs and road
infrastructure created by the government led to an influx of migrants from the
hills. There were four kinds of migrants: (1) those receiving land grants;
(2) those who purchased land on their own from other individuals; (3) those
who settled by encroaching upon the forest lands; and (4) those who could not
obtain land and thus remained landless. Over time, the Tharus became a
minority population. They sold or lost (through exploitation) a large portion of
their land to the migrants. Because they had few other sources of income, they
soon faced widespread poverty. Subsequently, the government has put some
restrictions on the sale of Tharus land but the trend of a reduced land base for
the indigenous group has continued, though at a slower rate.

Almost all of the new migrants came from the hills. Hence, the study area
has two distinct cultures: hill culture and Tharu culture. Some striking
dissimilarities exist between the two cultures. Animal dung is used by Tharus
as a major source of fuel for cooking and heating whereas the hill people use
firewood and crop by-products for fuel and reserve dung as manure for their
fields. Tharus, traditionally, have depended on fish, snails, and poultry as a
major source of protein. A significant amount of their labor is spent catching fish

and snails in the rivers, ponds, and wetland areas. They do not have a strong
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preference for milk and milk products. Conversely, hill people depend heavily
on milk and milk products as a source of protein and supplemental income.
Hence, a large amount of household labor for the hill people is spent in rearing
and tending livestock. Hill people tend to invest more in human capital
(education), and lead a freer life. In contrast, Tharus do not have such
tendencies and remain as farm servanfs and bonded labor. Tharus are less
innovative and less consumption oriented while hill people (except Hill Tribes
and Lower Castes?) are more management and investment oriented. Food
habits differ by cultural group. Traditionally, liquor is more widely consumed
among Tharus, Hill Tribes, and Lower Castes but remains restricted among
Brahmans and Chhettris. It is interesting to know that over time, presence of
migrant hill society has brought many changes in the Tharu culture. Among the
hill people, Brahman, Chhettris, and Hill Tribes (Magars, Gurungs, Rais, and
Limbus) constitute the majority followed by Lower Castes including Damai
(tailors), Sarki (cobblers), and Kami (blacksmith). Others Castes include
Newars, Muslims, and Kayasthas.

No chronological record is available regarding demographic structure
(by caste) and resource distribution in the study area. The village panchayat
office depended on the malaria eradication office (which updates population
records from time to time) for demographic statistics. The first census of the
village panchayat was completed in late 1983 by the Small Farmers
Development Project3 (SFDP), Kumroj The present study uses as a benchmark

the records available from the SFDP.

2 Hill people, in this study area, consist of Brahmans, Chhettris, Hill Tribes, and Lower Castes
(see Figure 3). Hill Tribes are less innovative/receptive than Brahmans, Chhettris, and
Other Castes. Lower castes are professionally innovative but do not tend to achieve fast
economic growth.

3 A specific SFDP office is also called a Sub-Project Office (SPO).
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Demoaraphic Cas nd Landholdin

Current demographic information for 1989 available from Nepal Malaria
Eradication Organization (NMEO) is compared to the 1983 information from the
SFDP (Table I). In 1983, there were 750 households in the area consisting of
31.1, 12.9, 28.0, 14.0, 7.9, and 6.1 percent for Brahman, Chhettri, Tharus, Hill
Tribes, Lower Castes, and Other Castes, respectively.

In all, 13 percent of the households were large farmers# and 87 percent
of the households were small farmersS (69 percent small/marginal and 18
percent landless). The majority of the large farmer households belonged to
Brahman followed by Tharus and Chhettris. Among small farmers, the majority
was Tharus followed by Brahmans, Hill Tribes, and Chhettris. Incidence of
landlessness was maximum among Tharus followed by Hill Tribes, Lower
Castes, Brahmans, Other Castes, and Chhettris.

In 1983, the area had a population of 5,058 (Table Il), 31.4 percent of
which came from Tharus households followed by Brahmans (30.6 percent),
Chhettris (12.7 percent), Hill Tribes (11.8 percent), Lower Castes (8.1 percent),
and Other Castes (5.4 percent). Average household size was 6.7. Tharus
household size was more than average (7.5) while household size of all other
castes was either less than or equal to average.

Over five years (1983/84 - 1988/89), the average household size has
grown to 7. Household size of Tharu, Hill Tribes, and Lower Castes increased,;
Brahman and Chhettri household size remained constant; and Other Castes'

household size declined (Table II).

45 Farmers classified as large or small based on income criterion followed by ADB/N. See page
76 for details.
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NUMBER OF HOUSEHOLDS BY CASTE AND FARM SIZE
FOR 1983 AND HOUSEHOLDS BY CASTE
FOR 1989, KUMROJ PANCHAYAT, NEPAL
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Number of Households in 1983

Large Small Farmer
Caste Farmer Land- Landless Sub- Total House- In-
holder Total in holds in crease
(1983) 1989 (%)
Brahman 51 . 1783 9 182 233 296 27.0
(21.9) (74.2) (3.9)  (78.1) (100) -~ -
51* 33.5* 6.8* 28* 31.1* 32.0*
Chhettri 16 77 . 4 81 97 133 37.1
(16.5) (79.4) (4.1) (83.5) (100) -- --
16* 14.9* 3* 12.5* 12 9* 14.4*
Tharu 22 119 69 188 210 250 190
(10.5) (56.7) (32.8) (89.5) (100) -- --
22* 23* 51.9* 28.9* 28* 27.1* --
Hill Tribes 3 77 25 102 105 130 23 8
(2.9) (73.3) (23.8) (97.1) (100) -- -
3* 14.9* 18.8* 15.7* 14* 14.1* --
Lower Castes 1 40 18 58 59 66 11.8
(1.7) (67.8) (30.5) (98.3) (100) -- -
1* 7.7* 13.5* 8.9* 7.9* 7.1* --
Other Castes 7 31 8 39 46 49 6.5
(15.2) (67.4) (17.4) (84.8) (100) -- --
7* 6" 6* 6" 6.1* 5.3*
Total 100 517 133 650 750 924 23.2
100* 100* 100* 100* 100* 100* --
Percent (13) (69) (18) (87) (100) --

Source: SFDP, Kumroj

Family Planning Unit, Kumroj

NMEO, Ratna Nagar

Village Health Worker, Kumroj
Numbers in ( ) indicate row percentages
Numbers with * indicate column percentages
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POPULATION AND SIZE OF HOUSEHOLD BY CASTE

AND LANDHOLDINGS, 1983 AND 1989,

KUMROJ PANCHAYAT
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Caste i f hol Population
1983 1989 1983 1989

Brahman

Large Farmer 6.5 7.0 331 357

Small Farmer 6.7 6.6 1219 1617
Chhettri

Large Farmer 6.3 6.3 101 101

Small Farmer 6.7 7.3 543 854
Tharu

Large Farmer 6.5 7.0 143 154

Small Farmer 7.7 8.4 1448 1915
Hill Tribes

Large Farmer 5.5 5.7 16 17

Small Farmer 5.7 6.2 581 787
Lower Castes ‘

Large Farmer 5.0 6.0 5.0 6

Small Farms 6.9 7.0 400 455
Other Castes

Large Farmer 7.0 6.5 49 45

Small Farmer 5.7 5.5 222 214

Total 6.7 7.0 5058 6522
Source: SFDP, Kumroj

Sample Survey, 1989
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Number of households also increased in the area, especially among
Chhettris (37.1 percent), Brahmans (27.0 percent), Hill Tribes (23.8 percent)
and Tharus (19.0 percent), Table I.

ccupation

Increased job opportunities outside the region caused the temporary out-
migration of some Brahmans and Chhettri family members. Outmigration and
breaking up of extended families caused the family sizes to remain more or less
constant. Furthermore, the influx of migrants each year increased the number of
households and population. In the case of Tharu households, some in-
migration occurred from adjoining village panchayats. Though this kind of
migration was not common, higher wage/employment opportunities in the study
region did attract landless/marginal Tharu families from other panchayats.

No study has been done to identify the migrants and classify them
according to economic status (large or small farmers). It is also not known as to
what proportion of the added households came from within the region as a
result of family division and what proportion came as migrants. For migrant
households it can be inferred that most are landless or with marginal land
holdings. They depend more on off-farm/non-farm/livestock income. They tend
to undertake production actirvities and have consumption expenditure patterns
similar to their own caste already living in the region.

Occupationally, all households were either farmers or farming dependent
agricultural laborers and share croppers. Livestock activities supplemented
family income. Non-farm employment (government/private) tripled in five years

(Table Ill). Most employment opportunities were available outside the region.
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TABLE Il

NON-FARMING INCOME SOURCES BY CASTE,
KUMROJ PANCHAYAT, 1983 and 1989.

(Number of Households
Government  Other
Caste Year Trade  Clinics orPrivate Occupations* Pension Cottage Total
Services

Brahman 1983 2 0 12 0 0 2 16
1989 13 2 41 0 2 3 61
Chhettri 1983 2 1 11 0 1 1 16
1989 7 1 18 0 4 1 31
Tharu 1983 2 0 2 3 0 0 7
1989 12 0 5 7 0 1 25
Hill Tribes 1983 1 0 3 1 4 0 9
1989 5 0 4 3 5 0 17
Lower Castes 1983 0 0 0 5 0 0 5
1989 0 0 0 7 0 0 2
Other Castes 1983 1 0 1 0 0 0 2
1989 4 0 5 0 0 0 9
Total 1983 8 1 29 9 3 55
1989 41 3 73 17 11 5 150

Source:  SFDP, Kumrgj
Sample Survey, 1989
* Occupations such as tailoring, blacksmithy, etc.
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Brahmans and Chhettris availed themselves of these opportunities most
frequently. Outside region employment has allowed some income transfers
back to the villages. Pensions are another source of income inflow from the
Rest-of-Nepal. Trade services have grown rapidly (Table IV). During the
1983/84 period, there were 8 different shops while in 1988/89 there were 41.
One-third of the shops (in 1988/89) were operated by Brahmans followed by
Tharus and Chhettris. Large farm Brahmans did not operate tea stalls and

liquor shops. Liquor shops were concentrated in the hands of the Tharus and

Hill Tribes (Table 1V).

TABLE IV

CASTEWISE DISTRIBUTION OF BUSINESSES
THAT OFFERED TRADE SERVICES (1989)

(Number of Households)

Shop/Caste Brahman Chhettri Tharu  Hill Lower Other Total
Tribes Castes Castes

Retail storesonly 2 2 2 1 7
Retail stores

and tea stall 6 3 5 2 3 19
Tea stall only 5 2 1 8
Liquor shop | 3 2 5
Snacks plus bakery 2 2

Total 13 7 12 5 0 4 41
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Asset Holdings

Land is the main asset for rural households followed by houses,
livestock, and other items.

Land. In total, 1,270 \Bighas of land is owned by the village households.
About 36 percent of the land is owned by large farmers. Among large farmers,
Brahmans own the most land followed by Tharus, Chhettris, and Other Castes.
Almost the same trend existed among small farmers (Table V). In total 40.4,
17.4, 25.5, 7.6, 3.2 and 5.9 percent of land was owned by Brahmans, Chhettris,
Tharus, Hill Tribes, Lower Castes, and Other Castes, respectively. On an
average, Other Castes owned the highest amount of land per household
followed by Chhettris, Tharus, and Brahmans. In 1983/84, Tharus possessed
the maximum proportion of irrigated land followed by Lower Caste (large) and
the large farm Brahmans. Small farmers, in general, had the highest share of
non-irrigated land. In 1983/84,lonly 35 percent of their total land area was
irrigated. Five years later, because of a community irrigation project, 81 percent
of the land was irrigated.‘ Except for Hill Tribes (small farm) and Lower Castes
(small farm), all Other Castes had more irrigated land than non-irrigated
(Table VI) in 1989.

Buying and selling of land was active during the 1983/84 to 1988/89
period. Economic hardship, high land prices, investment opportunities
elsewhere, and repayment of loans, were major causes that invoked land sales.
Buying and selling of land occurred in all of the castes. However, Brahmans
and Chhettris were, in general, the net buyers and THarus, Hill Tribes, and

Lower Castes were net sellers. Land price increased from

6 1 Bigha = 1.67 Acres.
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LAND OWNED, LEASED OUT, LEASED IN, AND CULTIVATED
BY CASTE AND FARM SIZE, KUMROJ PANCHAYAT,

1988/89
(bighas)
L.and Owned Landleased Total

Caste Total* Per Cultivatable Leased Leased Cultivated Cultivated
and Farm House- Total Out In: Per
_Sie hold _Household
Brahman

Large 218.0 4.3 202.0 2.0 0.0 200.0 3.9

Small 295.0 1.6 286.0 3.8 9.3 291.5 1.2
Chhettri

Large 90.0 5.6 90.0 30.0 0.0 60.0 3.7

Small 131.0 1.6 117.0 2.0 11.6 126.1 1.1
Tharu

Large 92.0 4.2 88.0 0.0 0.0 88.0 4.0

Small 232.0 1.2 225.0 2.0 15.8 238.8 1.0
Hill Tribe

Large 10.0 3.3 10 0.0 0.0 10.0 33

Small 87.0 .9 87.0 0.0 14.4 101.4 0.8
Lower Castes

Large 2.5 2.5 2.5 0.0 0.0 2.5 25

Small 38.0 0.7 38.0 0.0 1.5 395 0.6
Other Castes

Large 49.0 7.0 49.0 9.8 0.0 39.2 5.6

Small 25.0 0.6 21.2 0.0 1.0 22.2 0.5
Total \

Large 461.5 4.6 4415 41.8 0.0 399.7 4.0

Small 808.0 1.2 774.2 7.8 53.6 821.0 1.3
School 6.0 -- 4.0 4.0 0.0 0.0 00
Total 1275.5 -- 1219.7 53.6 53.6 1219.7 --

Estimated from base year (1983/84) after adjustment for net land sale/purchase over 5 years.

Information on sale and purchase of land was available from sample survey done for this

study.

Total Land = Cultivable land + waste land + land used for dwelling, (actually owned) orchard
and other purposes.
Cultivated land = cultivable land - leased out land + leased in land
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TABLE VI

IRRIGATED AND NON-IRRIGATED LAND DISTRIBUTION
BY CASTE AND FARM SIZE, 1983 AND 1989,
KUMROJ PANCHAYAT

(Bighas)
Caste 1983 1989
Large Farm Small Farm Large Farm Small Farm
I U Total I U Total I U Total I U  Total

Brahman 1220 900 2120 680 2090 277.0 1920 260 2180 2570 380 2050

Chhettri 280 800 880 220 1000 1220 900 -- 900 11050 210 1315
Tharu 650 370 1020 1250 1250 2500 790 130 920 1990 330 2320
Hill Tribes 20 90 11.0 40 860 90 100 00 100 240 630 870
Lower Castes 25 156 40 60 330 390 10 15 25 110 270 380
Other Castes 100 370 470 -- 280 280 397 93 490 140 11.0 250
Total 2295 2345 4640 2250 Sé1 O 8060 4117 498 4615 6155 1930 8085
Percent 495 505 1000 280 720 1000 892 108 1000 76 1 239 1000

Source: SFDP, Kumroj |

‘ Irrigated
Sample Survey, 1989 ‘ ul

Unirrigated

Rs. 40,0007/bigha in 1983/84 to Rs. 100,000/bigha in 1988/89. Increased
wealth of households, increased productivity from irrigation, and increased
demand for land from migrants were major causes for the price rise.

The Gini ratio (by land ownership decile) was computed based on

1983/84 land ownership distribution for all the households. The Gini ratio value

7 Depending on location and irrigation status, price varied between Rs 20,000 - Rs 60,000 per
bigha.
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was 0.56 which shows skewness in land distribution. As has happened
elsewhere in Nepal (Sharma, 1987)8, transfer of ownership over 5 years has
further increased skewness. Because land (crop) is the main source of income
for most rural households, skewness in income distribution can be expected to
be in similar trend as that of skewness in land owﬁership.

Permanent share cropping was common until the early 1960s.
Landless/marginal farmers were the major share croppers. Later, land reform
gave tenancy rights to tenants. Consequently, landlords stopped making
permanent share-cropping arrangements. Present conditions are such that
landlords do not give the same land to the same tenant for more than one crop
period. Under these arrangements, about four percent of the land was leased
out mostly by Chhettris (large farm) and Other Castes (large farm) while Tharus
(small farm) and Hill Tribes (small farm) leased in the most land
(Table V).

Buying land and buildiﬁg houses in nearby towns is an attraction for
many. Some have built houses in town, live there, and operate businesses.
Some have built houses and have rented them out. It is estimated that there is
an inflow of Rs. 60,000/year in the region from house rents.

Livestock. On average, each household held 6 to 7 (3.58 livestock units
LSU) animals which include draft animals (1.5), milch animals (2.0), and meat
animals (.08) LSU. Large farmers, in all castes, owned more animals than
small farmers. Also, in LSU terms, Brahman households owned the largest
number of animals (4.7) followed by Tharus (3.4), Other Castes (3.4), Chhettris
(3.3), Hill Tribes (2.7), and Lower Castes (1.2). Among milch animals, Tharus

8  Gini ratio for land distribution in Nepal was 0.54 in 1961, 0.61 in 1971, and 0.65 in 1981.
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owned more (low yielding) cows while the rest of the castes owned more (high
yielding) buffaloes.

Draft animals are an important part of the farming system. Each farmer
would like to maintain draft animals to avoid the risk of not having ploughing
service available during peak periods (or saving family cash outflow) even
though draft animals remain idle during the off season (Table ViIl).

Other Assets. Farm machinery, farm equipment, household utensils,
houses, cattle shades, drinking water and irrigation systems, furniture, bicycles,
and cash and ornaments were other forms of assets owned by households.

Five tractors were found to be working in the area. Two belonged to
Brahman (large farmers), two belonged to Other Castes (large farmers), and
one belonged to Tharu (large farm). Use of tractors has sharply increased in
the area. Increased intensification of farming, reduced time between crops, and
inability of animal dréft power to complete ploughing between crops, have put
heavy demand on tractor services. About one-third of the total demand is met
by importing ploughing (tractor) services from adjoining panchayats.

In value, housing accounted for a major part of the remaining assets.
Quality of housing was found to have increased over the five year period,
especially for Brahmans and Chhettris. Excluding farm machinery, Chhettris
(large farm) had maximum 'other assets' followed by Other Castes (large farm),
and Brahman (large farm). Among small farmers, Chhettris had the largest
'other assets' followed by Brahmans, and Tharus (Table VIII).

The number of bicycles was found to have increased about five-fold in
five years. It has become an important means of transport, especially for high
school and college students. Brahmans and Chhettris owned most of the
bicycles (Table VIII). Bikes also served the purpose of transporting small

quantities of food and non-food commodities.



TABLE VII

LIVESTOCK OWNERSHIP BY CASTE AND FARM SIZE,
1989,KUMROJ PANCHAYAT

(Adult Equivalent Unit)
Draft Animals Mich and Meat Animals
Milch Animals __ Meat Animals
Sub- Per Sub- Sub- Mich& Per Total Per

Caste and Yng/old Adult Total Household Ynglold Adult Total Yng/old Adult Total Meat House Livestock House
Fam Size Sub-Total -hold -hold
Brahman - . - )

Large 57 43 105 2.0 122.0 132.0 2540 3.0 30 6.0 260 5.1 - 365 71

Small 177 164 341 14 347.0 3330 6800 120 80 200 700 28 1041 42
Chhettri

Large >3 23 49 31 520 400 920 23 17 40 9% 60 145 91

Small 20 63 113 10 930 76 0 1690 40 30 70 176 15 289 25
Tharu

Large 15 37 52 24 240 190 430 20 10 30 46 21 98 45

Small 158 257 415 18 1750 1500 3250 100 50 150 340 15 755 33
High Tribes

Large 2 5 7 23 40 35 75 03 02 05 8 27 15 50

Small e 102 170 13 880 63.0 1510 70 30 100 161 13 331 26
Lower Castes

Large 2 2 4 4.0 07 20 27 02 01 03 3 3.0 7 70

Small 21 14 K ) 0.5 220 130 350 30 20 5.0 40 06 s 11
Other Castes

Large 5 1 16 23 150 100 250 0.7 03 10 % 37 2 60

Small 0 33 63 15 350 230 58 0 25 15 40 62 15 125 30
Total 611 759 1370 15 9777 8645 18422 470 288 758 1918 20 3288 35

c€
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TABLE VIl

VALUE OF OTHER ASSETS PER HOUSEHOLD HOLDINGS
BY CASTE AND FARM SIZE, 1989, KUMROJ PANCHAYAT

(Bs 000)
Farm Farm House Drinkg Total
Caste Mach- Equip- -hold Cattle  Water, Furni- Cash & Bicy- Other
inery ment Utensils House Shade Irrigation ture Orna- cles Asset
Structure ments

Brahman

Large 10.0 0.5 3.1 37.0 3.8 2.2 5.0 157 1.2 785

Small 0.05 04 1.6 16.0 3.0 1.5 29 6.1 3.0 31.9
Chhettri

Large 0.0 0.5 3.6 48.0 5.0 2.4 6.5 35.0 1.2 102.0

Small 0.0 0.4 2.2 19.0 1.5 1.3 3.1 8.2 0.3 360
Tharu

Large 7.2 0.4 1.3 15.7 1.7 1.0 2.0 6.7 0.5 37.0

Small 0.03 0.3 0.4 4.3 1.2 0.3 1.3 1.5 0.2 95
Hill Tribes

Large 0.0 0.4 2.7 30.0 2.0 1.3 3.3 224 0.9 63.0

Small 0.0 0.2 0.5 25 0.4 0.1 0.4 1.7 0.1 59
Lower Castes

Large 0.0 0.4 1.0 10.0 0.8 0.0 2.0 4.5 0.0 18.7

Small 0.0 0.1 0.3 1.2 0.4 0.0 0.4 1.0 0.1 8.5
Other Castes

Large 35.7 4.0 2.2 42.0 6.0 3.5 5.0 12.0 1.3 1120

Small 0.0 0.3 1.5 7.0 0.8 0.4 3.0 5.0 0.3 183

Bullock carts are the main transport means and the number has
increased in the area. They are used for transportation of crop produce,
fertilizer, manure, paddy straw, thatching straw, and timbers (Table IX). About

one-third of the carts were owned by large farmers with 45 percent belonging to



TABLE IX

NUMBER OF BULLOCK CARTS BY CASTE AND
FARM SIZE, 1989, KUMROJ PANCHAYAT
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Caste Large Small

Farms Farms Total

Brahaman 7 21 28
(11.3) (33.8) (45.1)

Chhettri 4 4 8
(6.5) (6.5) (13.0)

Tharu 6 14 20
(9.7) (22.6) (32.3)

High Tribes 2 2 4
(3.2) (3.2) (6.4)

Lower Castes 0 0 0

Other Castes 1 1 2
(1.6) (1.6) (3.2)

Total 20 42 62
(32.3) (67.7) (100.0)

Figures in ( ) indicate percentage.

Source: Sample Survey.

Brahmans, 32 percent belonging to Tharus, and 13 percent belonging to

Chhettris. Most carts remain busy in on-farm/off-farm work
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Production

Cro psS

Crops are the main production activity in the area with livestock as the
second most important activity. Fishery, forestry, ploughing and transport
activities, agro-processing activities, cottage industries, and grass collecting
activities are the other production activities.

Cropping systems include paddy, wheat, maize, mustard, and
vegetables. On unirrigated land the alternative annual cropping rotations are
the following:

paddy - wheat

mustard -maize
On irrigated land the alternative cropping rotations are the following:

| paddy - paddy - wheat

paddy - mustard - maize

paddy - lentil - maize

paddy - vegetable - paddy
After the community irrigation project was completed, a large number of farmers
shifted from traditional farming to improved farming. Cropping intensity
increased (Table X) and also productivity. In the case of mustard, some farmers
reported that increasing soil moisture tended to reduce crop productivity. Crop
yields are shown in Table XI. '

Paddy occupied almost the whole area in the summer. For the winter
season, farmers chose between mustard, maize, and wheat. Rhinos, boars and
deer from nearby forests damage crops. Crop diversification tends to attract the

animals more than monoculture. To reduce this damage, monoculture is



TABLE X

CROPPING INTENSITY BY CASTE AND FARM SIZE
(1988/89), KUMROJ PANCHAYAT
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Caste Total Total Area Under Cropping
and Cultivated Paddy Maize  Mustard Others Total Intensity
Farm Land
Size (Bigha)  (Bigha) (Bigha) (Bigha)  (Bigha) (Bigha) (%)
Brahaman
Large 200.0 190.0 140.0 166.0 36.0 532.0 266
Small 291.5 280.5 208.0 1234.0 63.8 786.3 270
Chhettri
Large 60.0 69.6 19.8 57.0 3.6 150.0 250
Small 126.1 1225 98.8 115.0 5.6 341.9 271
Tharu
Large 88.0 96.8 40.5 58.1 8.8 204.2 232
Small 238.8 236.0 124.2 155.2 525 567.9 238
High Tribes
Large 10.0 11.3 6.7 9.3 0.3 27.6 276
Small 101.4 51.7 94.3 02.3 9.1 247.4 244
Lower Castes
Large 2.5 1.5 2.5 2.5 0.15 6.00 262
Small 39.5 8.7 395 39.5 0.4 88.1 223
Other Castes
Large 39.2 37.6 9.0 37.6 3.9 88.1 225
Small 22.2 215 20.0 20.0 1.1 62.6 282

Cropping Intensity =

Total Land Area Under Various Crops During a Year

Total Cultivated Land Area

X100
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PRODUCTIVITY OF VARIOUS CROPS BY CASTE AND FARM SIZE, KUMROJ

PANCHAYAT, (1983/84-1988/89)

(quintal/Bigha)

Paddy Maize Mustard

Caste and

Farm Size 1983/84* 1988/89** 1983/84* 1988/89** 1983/84* 1988/89**
Brahman-large 14.5 22.8 8.2 10.2 2.3 30
Brahman-small 13.2 24.4 7.3 12.5 2.1 32
Chbhettri-large 16.7 21.3 6.5 9.0 1.5 2.8
Chbhettri-small 12.7 21.6 5.2 8.3 2.2 27
Tharu-large 13.2 17.4 6.4 84 2.4 26
Tharu-small 13.0 17.0 5.0 7.6 1.4 2.5
Hill Tribes-large 13.3 21.0 7.2 9.5 2.6 28
Hill Tribes-small 10.3 16.4 2.9 6.2 1.3 22
Lower Caste-large 13.3 20.4 3.3 6.0 1.6 2.1
Lower Caste-small  13.3 15.0 3.2 6.0 1.4 2.0
Other Castes-large 14 0 18.2 75 9.4 1.6 26
Other Castes-small 15.4 19.4 7.9 8.2 2.3 2.9

* Based on census survey (1983/84) done by SFDP

%* *

Based on Sample Survey, 1988/89
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preferred during the winter cropping season. For similar reasons, farmers do
not grow vegetables and fruits in the region even though such crops are
suitable and have a good market.

At times, farmers have formed protection groups to chase away the
rhinos and other wild animals. Public forest officials want to limit farmers in this
activity because rhinos are protected by law. Even under these conditions,
some farmers venture commercial level vegetable and fruit production and have
reaped good benefits.

Maize was found to be the crop selected for monoculture during the study
period. Wheat remained trivial. Hence minor crops such as wheat, lentil,

vegetables, and fruits were considered as 'other crops' in this study.
Livestock

Livestock is important in supplementing farm income and family nutrition.
It utilizes crop by-products (such as straw), by-products from agro-processing
(eg. rice bran, mustard cake), and grasses. However, large amounts of
manpower are required for their care. Tharus have a tradition for grazing
animals. In the villages, there are professional care takers who graze animals
for pay. This appears less costly than using family members who have higher
opportunity costs. Some of the migrant families have also become herdsmen.
However, due to restrictions in the forest area and a sharp decline in traditional
(public) grazing areas, animals may not be well fed by grazing and hence this
activity is losing popularity.

Most of the hill migrants feed their animals at home. However, they take

them out for a few hours every day for exercise, river bathing, and grazing.



39

Productivity of milch animals differs widely depending on type of animal
(buffalo or cow), genetic quality, feed quality, and health care. Normally, buffalo
yield more milk than cows and improved breeds yield more milk than native
breeds. For cows, yield varies from 0.5 to 2.0 litre per day. For buffalo, it varies
from 3 litre to 12 litres per day.

A trend of replacing native breed animals with improved breeds is
underway. According to one estimate, over 150 thousand rupees worth of
native breeds are exported annually and 250 to 300 thousand rupees worth of
improved milch animals are imported annually into the region. About 5 to 6
thousand rupees are spent for artificial insemination services which are
available from outside the region. Credit from the SFDP has encouraged this

replacement process.

Grass Collecting

Neither on-farm grazing nor crop by-products such as straw are
adequate to meet the food requirements of the animals. Hence, each family has
to send somebody everyday to collect grasses. Grass is available on public
lands, river banks, road-side, in the fields, on cropland bunds, and in the forest.
No tax or fee is paid except on the community forest area where a fee of Rs. 5
per month is assessed. No formal market exists for buying and selling of

grasses in the region.

Forestry

Four kinds of forest lands exist in the region: private, community, Tarai
community, and government. The first three have led to new types of forestry

activity in the region. Agro-forestry started during 1984/85 after the SFDP came
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to the area. Community forest was established by local people in 1987 on 45
bighas of public land. The Tarai community forestry was established in 1988 by
the Tarai Community Forest Development Project on 105 bighas of public land.
It was meant for community use in the future.

The forestry department has completely banned use of the government
forest for lumber and has restricted cutting of trees for firewood. However, they
have opened the forest for 15 days each year for obtaining thatching straw
(Khar), fencing straw (Khadai), and rope straw (Babiyo). The charge is Rs. 5 per
person for 15 days. The quantity allowed to be harvested is unlimited. This
provision is of great help to the people. The majority of houses and cattle
shades in the region have thatched roofs which need to be replaced or repaired
every 1-2 years. Some households have wooden, brick, or tin roofed houses
and do not need the straw. The more wealthy households frequently send
servants to do this task. About 50 percent of the households take part in this
activity (for 10 days on average) sending 2-3 persons per family. They mostly
belong to the small farmer groups. About sixty percent of the households are
from the hill migrants and 40 percent from the Tharus. This period also keeps
all the transport carts busy for about 4-5 days. This opportunity helps the
marginal and landless families in that they harvest more grasses than they
actually need and hence are able to sell the surplus. Roughly, each person
collects about Rs. 50 worth of grass each day.

Rapti river is a large river and is a sanctuary for aquatic life including
crocodiles. It flows between the national park (government forest) and the study
region. During the rainy season (June - August), heavy floods occur bringing
fallen trees and branches. Villagers collect these trees and branches for use as

fuelwood and lumber.
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It is also known that some people are illegally engaged in bringing
lumber from the forest. It is estimated that Rs. 100,000 to Rs. 200,000 worth of
lumber is brought into villages for use within the region or for export. The
purpose of the private and community forest activities is to replace the need for
lumber and fuelwood currently supplied through the government forest lands.
Government forest officials are waiting for private and community forests to grow
sufficiently to yield enough firewood to meet local demand. The plan is then to
completely fence the government forest and electrify the fences. This should
control smuggling of lumber and damage to crops by wild animals.

Community forestry should guarantee a sufficient supply of firewood and
grasses in the short-run. The aﬁnount of lumber available for the future is
substantial but has not been estimated at this time. A good future for forestry is
expected, particularly as to the amount of private forest lands as shown in
Table XII.

Afforestation activities are undertaken at private and community level.
Private forestry (at the farm level) consists of scattered plantings (on land
bunds) and plantings on small parcels of land. In general, private forestry is not
important in terms of employment. Community forestry on the other hand,
occupies a large land area and creates employment for small farmers and
provides materials for their maintenance activities.

The important role of both private and community forestry is in terms of
forage/grass output, firewood output, and timber growth which builds assets for
the future. Most of the private forest consists of fast growing Delbergia Sisoo
plants of high economic value. Community forests have a mixture of various
types of trees and plants with various economic value (timber, firewood, and

forage).



TABLE XlI

AGROFORESTRY (PRIVATE) BY CASTE AND

FARM SIZE, KUMROJ PANCHAYAT,
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(1988/89)
(Bigha)

Caste and Area
Famm Size
Brahman

Large Farmer 4.0

Small Farmer 10.0
Chhettri

Large Farmer 3.0

Small Farmer 4.0
Tharu

Large Farmer 1.5

Small Farmer 4.8
Hill Tribes

Large Farmer 0.3

Small Farmer 1.2
Lower Castes

Large Farmer 0.1

Small Farmer 0.5
Other Castes

Large Farmer 0.5

Small Farmer 2.7
Total 32.6

Source: CARE/N, field office (Parsa)

Sample Survey
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An estimate of the value (net present value) was made for timber growth
based on management practices and a maturity period of 20 years. Other by-
products (such as grass and firewood) are consumed annually. Timber growth
is assumed a saving which accumulates as capital formation over years.
Table Xlll indicates a large expected value of timber, forage, and firewood.
Community forest was newly established and did not yield much firewood. Over
the years, production of grass is expected to decline, production of firewood is
expected to increase sharply, and timber growth will remain constant at its net
present value rate. Given no further increases in area under community forest,
the amount available after 20 years is quite significant and will take care of

many community needs.

Ploughing and Transport

Like crop and livestock, ploughing and transport is a common activity of
the households. Draft animals, bullock carts, ploughs, tractors, and trailers
represent the capital investment. Output includes ploughing and tranéport
services (PTS), manure, and animals sold. On-farm as well as off-farm use of
PTS common. Sharing of services among neighbors and among people of the
same caste is a common practice. However, hiring of services is also common,

especially during peak ploughing and transport periods.

Agro-processing

- There are five mills in the region for processing paddy, wheat, and maize.
Two belong to the Brahmans and one belongs each to the Chhettri, Tharu, and
Other Castes. All mill owners are large farmers. About 75 percent of the rice

paddy, maize, and wheat is processed within the region. All of the mustard and



44

TABLE Xill

USE OF PRIVATE AND COMMUNITY FOREST
PRODUCTS BY CASTE AND FARM SIZE,
KUMROJ PANCHAYAT, 1988

(Rs. 000)
Private Forest Community Forest
Caste/Farm Timber  Sub- Timber Sub-
Size Grass Firewood Growth Total Grass Firewood Growth Total
Brahman-Large 6.0 8.0 37.0 51.0 20.0 0.2 20.2
Brahman-Small 15.0 20.0 92.0 * 127.0 65.0 0.6 65.6
Chhettri-Large 5.0 6.0 28.0 39.0 10.0 0.1 10.1
Chhettri-Small 6.0 8.0 37.0 51.0 27.0 0.2 27.2
Tharu-Large 2.0 3.0 14.0 19.0 3.0 0.1 3.1
Tharu-Small 7.0 10.0 44.0 61.0 75.0 0.6 75.6
Hill tribe-Large 05 0.6 3.0 41 08 0.2 1.0
Hill tribe-Small 2.0 2.5 11.0 15.5 41.0 0.4 41.4
Lower Castes-Large 0.1 0.2 1.0 1.3 0.4 0.05 0.45
Lower Castes-Small 0.7 1.0 5.0 6.7 14.0 0.15 14.15
Other Castes-Large 0.7 1.0 5.0 6.7 28 0.1 8.9
Other Castes-Small 4.0 | 5.0 25.0 34.0 5.0 0.2 5.2
Community -- -- -- -- -- -- 450 450.0

Total 49.0 65.3 302.0 416.3 264.0 29 450 716.9
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25 percent of paddy, wheat, and maize are sent outside the region for

processing.
Fishery

Fisheries are gaining importance among farmers (Table XIV). There are
26 fish ponds (mostly private) in the region covering about 5.15 bighas. Rivers
are also a good source of fish for the Tharus and 'Bote' (a hill tribe). It helps
meet their own requirements and provides some income. Every year the local
panchayat auctions the use of natural rivers for fish harvest. During the study

period, the panchayat office received Rs. 6,000 from such auctions.

Cottage Industries

Most of the cottage industries such as weaving, making of snacks
(Dalmoth), cap making, and wool spinning were introduced into. the region.
Within a short-period, wool spinning failed because of marketing problems, but
weaving and cap making continued under government financial support.
Liquor manufacturing is a traditional activity produced mainly for home

consumption but with a small amount sold.
Regional Input and Output Prices

Seeds, fertilizers, manure, labor, and PTS were the main inputs for crop
enterprises. Most seeds come from area households. Fertilizers are purchased
(cash and credit) from cooperatives. Based on availability, farmers buy four
types of fertilizers (complexal, urea, ammonium sulfate, and Murate of potash)

with prices ranging from Rs. 225/Qtl. to Rs. 438/Qtl. An weighted average



TABLE XIV

FISH POND AREA BY CAST AND FARM SIZE,
KUMROJ PANCHAYAT, (1988/89)
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Caste and
Fam Size

Pond Area (Bigha)

Brahman
Large
Small

Chhettri
Large
Small

Tharu
Large
Small

Hill Tribes
Large
Small

Lower Castes

Large
Small

Other Castes

Large
Small

Total
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(based on the quantity sold) equals about Rs. 400/Qtl. as the area fertilizer
price.

There is a limited supply of manure in the region. Many farmers want to
buy manure but there are only a few willing to sell. Quoted prices ranged from
Rs 5.5/Qtl. to Rs 15/Qtl. However, for those who actually sold manure the
reported price was closer to Rs. 5.5/Qtl. |

Labor demand has increased by 25 to 30 percent over the last five years
primarily because of increased intensification of cropping and the availability of
irrigation. Increased labor supply from new ~immigrants compensated for the
loss of 92 hill tribe households who migrated out after the 1984/85 devastating
flood from the Rapti river. Increased demand for and reduced supply of labor
resulted in heavy influx of imported (seasonal) labor from other districts. It is
estimated that about 35 percent of summer (paddy) labor demand and 10-15
percent of winter (maize/mustard/wheat) demand was filled by imported labor.
Prior to 1983, only about 10-15 percent of summer labor demand was met by
importing workers. Importing labor has suppressed the local wage rate. A
contractual wage rate for imported labor is about Rs. 15-20 per day whereas the
daily wage for local labor is from Rs. 20-30 per day depending upon skills and
level of demand. On average, Rs. 22.5 per day during the summer and Rs. 23.5
per day during the winter is an appropriate wage rate. .Imported labor is used
mainly by Brahmans, Chhettris, and Other Castes. Tharus, Hill Tribes, and
Lower Caste households have a tendency to share or hire labor from among
themselves. Most small farmers among the upper castes prefer sharing of labor
and do not like to work as paid laborers because of social prestige attached
with higher castes.

For livestock and draft animal maintenance, a significant part of the labor

requirement is met from children. Children, 10 years or above, have time after
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school and during weekends to care for animals. Child (youth) labor is
considered to be 50 percent of an adult equivalent unit.

Land rent increased as productivity increased in the region. Eight Qtl. of
paddy per bigha was the going market rental rate. This rate varies slightly as
per the quality of the land. For share cropping, the practice is that land owners
pay 50 percent of seed and fertilizer cost (plus providing the land) and share in
50 percent of the output. For computation of land rent in this study, this (latter)
approach has been followed. Government taxes land owners at the rate of
Rs 1/bigha if the owner has less than 1.5 bigha of land and Rs. 50/bigha (on
average) if the owner has more than 1.5 bigha of land.

Output prices at the producer and area market (retail) level are presented
in Table XV. Except mustard, the difference between farm gate and local
market (Parsa, Narayanght) price level is not very wide. Mustard, a cash crop,
shows an escalating'price after harvest. At harvest time the mustard price is low
because of its high moisture content. Later, the market price increases partly
because there is loss of weight as \the mustard grain loses moisture slowly.
Secondly, dry mustard gives better quality oil than mustard with a high moisture

content.
Public Infrastructure and Institutions
Roads

The study area is connected to the East-West highway with a five Km.
gravelled road. This road crosses the Budhi Rapti river and limits transport to
the study area for 3 to 4 months (rainy season) out of the year. Currently,

farmers are building a permanent bridge over the river which would allow year-
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TABLE XV

COMMODITY PRICES AT PRODUCER AND AREA MARKET
LEVEL (1988/89), KUMROJ PANCHAYAT

Producer Nine Month
Commodity Unit Level Average of
Price Market Price
Paddy Rs./Qdl. 425 -
Rice Rs./Qil. 634 816
Wheat Rs./Qil. 380 408
Maize Rs./QAl. 330 352
Maize Flour Rs./Qil. 382.5 --
Mustard Rs./Qil. 1130 1339
Mustard Oil Rs./litre 34 40
Mustard Cake Rs./Qil. 100 --
Meat Rs./Kg 50 50
Milk Rs./litre 6.5 7.6
raddy Straw Rs./Qitl. 40 -
Maize Cobb/Straw Rs./Qtl. 10 --
Mustard By-product Rs./Qil. 5 -
Rice Bran Rs./Qtl. 150 -
Transport Rate Rs./Qtl. 6 --

Source: Sample Survey. Agricultural Development office (1989). Agricultural
Statistics Information Bulletin, Bharajpur (Chittown).

round access to markets. The village panchayat has good roads (mostly

gravelled) connecting the hamiets.
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rk mmunication nd Extension rvi

Parsa and Ratna Nagar are the two nearest market centers located on
the East-West highway at a distance of 5 and 9 Km., respectively, from the study
region. Both towns have basic government services including agricultural
extension sub-center, veterinary sub-center, health post, post office, high
schools and college, well developed market and communication facilities, and
transport services connected with all other market centers in the country. The
government offices have regular visits of iechnicians scheduled to the study
area. Also, farmers have free access to these offices at any time for technical
information. Bharatpur (18 Km. northwest of study area on the East-West
highway) is the district headquarters for government services. Attached to
Bharatpur is the town of Narayanghat which is a large market center for the
whole region. Highways from East, West, and North (linking Kathmandu,
Pokhara, etc.) meet here.

A government milk collection center is located north of the study region at
two Km. Because the government's milk and butter prices are lower than
what farmers receive at local outlets, only a few farmers sell to this center
(Table XVI). Most of the sellers are Brahmans and Chhettris.

There are six schools (two middle and four elementary) in the study area
with 1,483 students in 1988/89. Students by caste are Brahman (42 percent),
Chhettri (22 percent), Tharus (19 percent), Hill Tribes (10.5 percent), Lower
Castes (4 percent), and Other Castes (2.5 percent). In addition, there is a

village health worker and a family planning professional in the study region.
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TABLE XVI

MILK AND BUTTER DELIVERED TO THE MILK COLLECTION
CENTER BY CASTE (1988/89), KUMROJ PANCHAYAT

Caste Milk Butter
(Litres) _(ka.)
Brahman 2974 160
Chhettri 392 90
Tharu 12 -
Hill Tribes 28 15

Lower Castes -- --

Other Castes 40 45

Source: Milk Collection Center, Budauli.

Financial Institutions

Commercial banks including Nepal Bank Limited (NBL), Rastriya Banijya
Bank (RBB), Agricultural Development Bank (ADB/N), and cooperatives operate
in the Parsa bazar (at a five Km. distance from the region). Another cooperative
is located at Buchhyauli (a village five Km. west of the study area).

The NBL at Parsa started its service in 1985. It has not extended

agricultural loans to farmers in the study region except for one tractor to a
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Brahman large farmer. However, NBL frequéntly makes short-term
consumption loans. In 1988/89 about Rs. 1 million in 4 turnovers (based on
gold and silver collateral) was loaned and about 0.9 million was recollected.
According to the bank manager, large farmers borrowed mainly for relending
purposes while small farmers borrowed for consumption purposes. The interest
rate was 17 percent. The bank also received about Rs. 0.2 million as savings
deposits from the region and paid 8.5 percent interest to the depositors. More
wealthy households deposited less to the NBL than the medium wealthy (small
farmers) households (Table XVII).

The Agricultural Development Bank (ADB/N), Bharatpur branch, extends
agricultural loans to farmers in the region. A new sub-branch of ADB/N opened
at Parsa in 1989. The study region is included within its operational area.
During the survey period, records were being transferred from the Bharatpur
branch to the Parsa sub-branch. Consequently, neither of the two offices could
provide complete loan information for the Kumroj Panchayat. However, from
information on outstanding and overdue loans and from discussions with bank
officials, it appears that the ADB/N does not have major farm loan transactions
in the region, especially after th’e SFDP, Kumroj was established (Table XVIII).

The study region fell under the operational jurisdiction area of the
Bachhyauli cooperative. However, the cooperative has discontinued financing
farmers because of serious delinquency problems and an unwillingness of
borrowers to repay loans. The cooperative has been faced with a severe
financial crisis and was forced to act only as a loan transaction agent. Loan
delinquency by caste is shown in Table XIX. Interviews with people in the
region revealed that some influential people intentionally did not repay loans
and a majority of others followed suit. Interview information also indicated that it

was less costly to divert loans from public agencies for specific purposes to



TABLE XVl

LOAN OPERATION AND SAVINGS DEPOSIT IN NEPAL

BANK LIMITED PARSA BY CASTE AND FARM
SIZE (1988/89), KUMROJ PANCHAYAT
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(RS 000)
Loans Savings

Caste and Disbursement Recollection Deposits
Farm Size (1987/88)
Brahman

Large 120 105 16

Small 215 198 37
Chhettri

Large 100 92 16

Small 110 101 20
Tharu

Large 60 54 18

Small 50 46 3
Hill Tribes

Large 40 36 17

Small 40 34 3
Lower Castes

Large 4 2 -

Small 10 8 -
Other Castes

Large 50 45 50

Small 55 47 20

Total 854 768 200

Source: Nepal Bank Limited, Parsa
Sample Survey



TABLE XVl

LOANS OUTSTANDING WITH THE AGRICULTURAL
DEVELOPMENT BANK OF NEPAL BY PURPOSE
AND CASTE (1983/84-1988/89),
KUMROJ PANCHAYAT
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(RS. 000)

1983/84 1988/89
Purpose B C T HT Lo O Total B C T HT Lo O Total
Production 75 -- 45 - 1.0 12.1
Mechanization 151.0 -.- - 56.0 207.0 1159 -.- 11.2 80.0 - 8.1 1432
Pumpset 77.4 197 -- 26.2 -.- -.- 123.3 126 63 -.- 185 37.4
Well 69 52 -- 4.5 -.- ;.- 16.6 11.1 -- 25 136
Irngation 60.0 27.0 225 60.0 -.- 11565 445 3.8 -.- 6.1 54.4

(Canal)

Poultry 6.0 -.- 60.0
Fishery 33.6 -.- 33.6 81.0 -.- 81.0
Livestock 3.0 -.- 30 -.- -- 60.0 600
Total 3349 549 225 367 - 560 5050 2726 101 757 351 91 4017
Source: ADB/N, Bharatpur

ADB/N, Parsa

B = Brahman

C = Chhettri

T = Tharu

HT = Hill Tribes

Lo = Lower Castes
O = Other Castes
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TABLE XIX

OUTSTANDING DELINQUENT LOANS WITH THE
BACHHYOULI COOPERATIVE BY CASTE
(1988/89), KUMROJ PANCHAYAT

(RS. 000)
Delinquent Loans Outstanding
Caste | Amount Per Household
Brahman 89.9 0.4
(49.0)
Chhettri 51.6 0.5
(28.0
Tharu 16.1 0.1
(9.0)
Hill Tribes 15.8 0.2
(8.5)
Lower Castes 5.9 0.1
(3.2)
Other Castes 4.5 0.1
(2.3)

Source: Cooperative at Bachhyouli

Figures in () indicate percentage.
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other uses than it was to borrow from private sources. Consequently, there has
been frequent diversion of loans from intended purposes to other purposes
such as building houses, buying land, reclaiming land, buying other assets,

and consumption.
mall Farmers Development Proj FDP

The SFDP’ started in December, 1983 with community irrigation projects
as its priorify. However, it has subsequently benefited small farmers in other
socio-economic areas. Various studies (Bhattrai,1988; Maharjan, 1988;
Dhakal, 1989; Bhattrai and Moél, 1988) have indicated that vast socio-
economic changes occurred in the region over the last five years especially in
crop productivity, livestock productivity, agro-forestry, literacy, health and
sanitation, and labor skill formation. In part, these changes may be associated
with the SFDP.

An overview of the performance of the SFDP in the Kumroj Panchayat
over the last five years indicates that Brahmans and Chhettris were the major
benefiting households. Out of a total of 345 members, 44, 21, 17,7, 7, and 4
percent were Brahmans, Chhettris, Tharus, Hill Tribes, Lower Castes, and Other
Castes, respectively. This represented 83, 89, 32, 23, 40, and 36 percent,
respectively, of their (small farmer) population in the region in 1983/84. Also, of
the landless 89, 75, 16, 24, 17, and 37 percent of Brahman, Chhettri, Tharus,
Hill Tribes, Lower Castes, and Other Castes had joined the program (Table XX).

Out of Rs. 4,856,000 loan values disbursed during the 5 year period
1983/84 to 88/89, 68.7 percent went to Brahmans followed by Tharus
(12.6 percent), Chhettri (10.5 percent), Lower Castes (4.5 percent), Hill Tribes

Also called a sub-project office (SPO)
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TABLE XX

MEMBERS OF THE SMALL FARMERS DEVELOPMENT
PROJECT (SFDP) BY CASTE AND FARM SIZE
(OCTOBER, 1989), KUMROJ PANCHAYAT

(Rs. 000)
Members Percent
Caste LF SF LL Total* Participation**
Brahman 10 143 8 151 83
Chhettri 2 69 3 72 89
Tharu 1 50 11 61 32
Hill Tribes -- 18 6 24 23
Lower Castes -- 20 3 23 40
Other Castes -- 11 3 14 36
Total 13 311 34 345 100

Source: SFDP, Kumroj
* Small Farmers and landless only.

LF = Large Farmer
SF = Small Farmer ** Participants
(LF + SF + LL)
Total small farmers + LF
(Households in)
( 1983/84 )

x 100
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(2.3 percent), and Other Caste (1.4 percent). Per member and per household
(1983/84 basis) loan disbursements also indicate a similar trend (Table XXI).

Some Tharu members were trained and encouraged to take up small
scale wool spinning projects for a woolen factory in Narayanghat. In the
beginning it worked well. Later, the factory did not honor the contract and the
project énded in frustration.

The loans for other purposes included resettlement of some landless
Tharu. Land was purchased and a house was constructed using SFDP loans.
After resettlement, they were further provided production and livestock credit.
This represented a milestone towards helping the rural poor.

Training is an important part of the SFDP for developing awareness and
labor skills among members. Of the 175 members trained during the 1983/84 -
1988/89 period, 67 percent were Brahmans, 16 percent Tharus, and 9 percent
Chbhettris (Table XXII).

Group savings is another important program of the SFDP. lts purpose is
to inculcate savings habits among small farmers. However, of the total 49
groups, only 14 groups participated in the savings programs. Total savings was
Rs. 55,000 (Table XXIll). Per member savings was a maximum for the Tharus
(Rs. 460) followed by the Hill Tribes (Rs. 450), and Lower Castes (Rs. 420).
Brahmans and Chhettris have the mihimum group saving in the SFDP.

There ié no discrimination in loan interest rates by the ADB/N or SFDP.
Large farmers borrowing from branch offices and small farmers borrowing from
SFDP pay the same interest rate. Interest varied from 15 to 20 percent

depending on purpose of loan (Table XXIV).
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TABLE XXI

LOAN DISBURSEMENTS OF THE KUMROJ SFDP, BY
CASTE AND LOAN PURPOSE
(1983/84 - 1988/89)

(Rs 000)
No
Loan by Purpose _Lloan of
Crop Livstk. lrrn. Mechn. Cottage Horti  Other Total Per Per House
Caste Indus Members House -hold
Sold
Brahman 767 1666 395 331 81 48 50 3338 20.7 174 191
(68 7)
Chhettri 111 121 152 85 16 -- 26 511 6.9 6.2 83
(10.5)
Tharu 126 76 80 99 114 - 115 610 9.8 3.2 189
(12 6)
Hill Tribes 21 41 32 15 5 -- -- 114 47 1.1 102
(2.3)
Lower Castes 59 95 33 29 - - -- 216 9.4 3.7 58
(45)
Other Castes 8 7 37 11 2 2 -- 67 2.9 1.7 39
(1.4)
Total 1092 2006 729 570 218 50 191 4856
(100)

Figures in ( ) indicate percentage.
* based on 1983/84

Number of households differ from Table - | on the ground that 10 large Brahmans, 2 large
Chhettris and one large Tharu (household) joined SFDP. These figures have been
added to target (population) households of Table 1.
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MEMBERS TRAINED UNDER THE KUMROJ SFDP BY SKILL
AND CASTE (1983/84 - 1988/89), KUMROJ PANCHAYAT

Skill Brahman Chhettri Tharu Other Total
Castes Castes
1) Leadership 11 1 13
2) Group Dynamism 19 1 1 22
3) Savings and
Record keeping 21 2 1 28
4) Adult Education 4 2 1 7
5) Veterinary 1 1
6) Forestry Nursery 3 3
7) Tailoring/Weaving 1 10 13
8) Vegetable Farming 39 5 2 1 48
9) Livestock
Management 2 1 1 4
10) lrrigation
Management 4 4
11) Masonship 1 2 3
13) Agricuitural
Leadership 7 1 8
14) Rural Communication 1 1 1 3
15) Agro-forestry 5 1 6
16) Sanitation 2 2
17) _ Health 2 8 10
Total 118 16 29 3 175
(67.5) (9.1) (16.6) (4.0) (1.7) (100)
Per Member 08 _02 03 03 0.1 05

Figures in ( ) indicate percentage

Source:  SFDP, Kumroj

Regional Training Center, Birendra Nagar.



TABLE XXIll

GROUP SAVINGS IN KUMROJ SFDP BY
CASTE (1983/84-1988/89)

No. of Amount Per Member
Caste Savers Saved Saving
(Rs. 000) (Rs. 000)
Brahman & 300 034
Chhettri 19 73 038
Tharu 5 116 0 46
Hill Tribes 2 09 045
Lower Castes 11 47 042
Other Castes 1 04 040
Total 145 T 549 T 036

Source SFDP, Kumroj
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TABLE XXIV

INTEREST RATE CHARGED BY ADB/N OR SFDP,
BY PURPOSE (1988/89)

Interest

Purpose Rate (percent)
Production 16
Mechanization 18 5*
Irrigation 15
Livestock/Fish 18
Agro/Cottage Industry 15

Source: ADB/N

* An average of interest rates charged for tractor loan and bullock cart loan.

Private Financial Market

The private sector is an impbrtant source of credit for the region. Village
money lenders and retailers are the main source followed by friends and
relatives. There are money lenders in town who refinance other village money
\lenders at a 8-10 percent margin.. There are also some stores in the towns
belonging to the households from the study region that extend short term credit
on merchandise.

There were about 60 money lenders in the area (Table XXV) of which
Brahmans and Chhettris constituted one-half the number. Out of the total
borrowing of Rs. 1,345,000 from private sources, 42 per cent came from outside
the region. Brahmans and Chhettris were the major borrowers and in part this

represented relending to others in the villages.
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PRIVATE MONEY LENDERS AND AMOUNTS LOANED

AND BORROWED BY CASTE AND FARM SIZE

(1988/89), KUMROJ PANCHAYAT
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No. of Amount Amount Amount
Caste and Lenders Loaned Borrowed Repaid*
Farm Size (Rs 000) (Rs 000) (Rs 000)
Brahman-large 12 165 245 150
Brahman-small 8 180 390 200
Chhettri-large 6 81 93 50
Chhettri-small 4 45 130 38
Tharu-large 6 48 56 28
Tharu-small 5 30 169 29
Hill Tribes-large 3 45 18 20
Hill Tribes-small 4 34 87 18
Lower Castes-large 1 1 4 0
Lower Castes-small 3 4 45 1
Other Castes-large 3 40 23 45
Other Castes-small 5 68 85 25
TOTAL 60 741 1345 604

Source: Sample Survey, 1989

*

Principal Only.
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During the 1983/84 period, 50 percent of the households borrowed,
mainly for consumption purposes (Bhattrai, 1988). Interest rates varied from 36
to 100 percent a year.

In the 1988/89 period, the private financial sector was still important.
However, the purposes for borrowing had changed. The majority of credit
(especially by upper caste) was for investment in housing, land purchase,
production inputs, and milch and draft animals (Table XXVI). Interest rates
varied from 25 to 36 percent.

Most loan transactions occurred for short term and on a verbal contract.
Long term loan transactions with formal contracts did occur using appropriate
land mortgage instruments. However, further study is needed in this area. For
example, in some cases, the borrowers surrendered the right of using their land
to the lender. Such loans were interest free. Lenders used the borrowers' land
until the loans were repaid. Such a practice tends to remove a major source of
earning capacity from poor households.

Still another practice is for the borrower to mortgage gold and silver
ornaments to the lender. If the borrower can not repay the principal and interest
on the due date, the borrower forfeits those ornaments. The last two methods of
lending/borrowing, however, did not exist on a wide scale. Lower interest rates
in 1988/89 compared to 1983/84 came after an informal meeting of villagers
whereby they decided not to have any credit transactions above 36 percent. It
could also be due to increased funds available from institutional sources at
lower interest rates or reduced consumer loan demand from poor households

(perhaps due to increased incomes).
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TABLE XXVI

USE OF PRIVATE BORROWINGS BY PURPOSE, CASTE,
AND FARM SIZE, 1988, KUMROJ PANCHAYAT

(Percent)
Use of Private Borrowing
Crop Buy

Caste and Con- Prod- Re- Buy Ani-  Build Other

Farm Size sumption  uction lending Land mals House Assets Total
Brahman-large 12 1 35 10 5 25 12 100
Brahman-small 30 5 20 20 12 8 5 100
Chhettri-large 20 1 24 8 9 30 8 100
Chbhettri-small 77 4 5 4 3 4 3 100
Tharu-large 39 2 5 20 5 29 10 100
Tharu-small 68 9 2 5 10 4 2 100
Hill Tribes-large 33 1 30 0 8 10 18 100
Hill Tribes-small 70 10 1 10 3 1 5 100
Lower Castes-large 100 0 0 0 0 0 0 100
Lower Castes-small 87 3 5 0 2 1 2 100
Other Castes-large 24 1 20 20 20 10 5 100
Other Castes-small 94 2 1 0 1 1 1 100

Community Activities

The current political system has long recognized the importance of
peoples participation in community level activities. However, participation
differed depending on leadership. The SFDP was important in developing
leadership and awareness among people. It encouraged them to use group
concepts in improving community welfare. People have shown unprecedented

achievements with only partial support from various government and non-
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government agencies (e.g. ADB/N, SFDP, local panchayat office, CARE/Nepal,
district panchayat office).

For different community level projects, people formed working
committees and participation norms. They made project contributions in kind, by
cash, aﬁd with labor. All‘ the three types of contﬁbutions were substitutable.
Generally, contribution amount was based on amount of land owned by a
household but sometimes it was based on per household or made optional.

Peoples' participation made it possible to; i) create more schools than
established by government quota; ii) convert dirt and problematic roads within
the region to gravelled roads for year-round transport; iii) build a bridge costing
Rs 0.35 million that crossed the Budhi Rapti river making year-round access to
the Parsa bazar; iv) create two community irrigation projects costing Rs. 2.236
million® (675 bigha command area) which revolutionized the socio-economic
status of people; and v) establish a 45 bigha community forestry.

Such communiiy level projects required substantial capital and labor
inputs. Poor households benefited immediately from the budget allocated for
labor. Once the projects are completed, they have a maintenance budget which
becomes supportive for some of the poor households for years to come. The
projects have potential to produce immense long-term benefits to the
community. Commuhity forestry and irrigation projects are able to increase
produétion worth many millions of rupees and generate thousands of additional
man-days of employment. Roads, schools, etc. have many similar effects.
Table XXVII indicate who contributed what for the different community level

projects and Table XXVIIl indicate who received the immediate benefits.

9 Forty-six percent technical grant, 29 percent cash contribution, and 25 percent cash and labor
contribution by the people.



TABLE XXVII

CONTRIBUTION TO COMMUNITY BY CASTE AND FARM
SIZE (1988/89), KUMROJ PANCHAYAT

(Rs000)
. OONTRBUTORS
Activities Go/NGO B-L B-S C-L C-S T-L T8 HTL HTS Lol Lo-S O-L 0O-S Total
1)  School 22880 1430 5070 730 2580 340 2030 250 1060 020 270 2.00 5.10 373.70
2) Temple - 1.40 130 040 040 020 020 0.10 O0.10 0.10 0.10 0.10 4.40
3) Road 21.00 1910 2190 -~ 250 770 7.80 19.60 1.20 9.10 020 450° 7.00 350 125.10
Transport - 1400 7.40 1.20 1.20 6.00 4.60 1.00 1.00 - - 6.40 0.40 43.20
Labor 210 1000 050 5.80 1.40 1500 0.10 8.10 020 450 0.20 280 50.70
Cash for labor 2.00 450 0 80 0.70 0.40 - 0.10 - - - 0.40 030 9.20
Culvert, etc. 21.00 1.0- - - - - - - - - - 22.00
4)  Bridge 20.00 56.00 69.20 25.00 3220 25.00 61.00 370 2220 050 950 8.60 7 10 340.00
5)  Community forestry 1800 425 1150 210 630 290 7.10 125 78 023 192 025 1.05 64.70
Labor 2.00 7.00 1.50 550 250 650 050 650 020 1.80 0.20 1.00 35.20
Penalty 0.10 0.20 010 010 020 0.10 0.20 1.00
User fee 015 030 010 020 010 020 0.05 0.15 0.01 0.04 005 0.05 1.40
Capital Input 18.00 18.00
6)  Terai Comm. forestry 312.00 312.00
Labor 142.00 142.00
Materials 170.00 170.00
7)  lrrigation 715 1450 2460 800 11.10 7.70 16.60 120 510 015 0.75 2.60 250 101.95
Labor 7145 780 970 330 420 350 870 050 170 010 040 0.80 0.80 48.65
Paddy 6.70 1490 470 690 420 790 0.70 340 0.05 0.35 1.80 1.70 53.30
8)  Community Fish 6.00 -- -- -- -- -- -- -- -- -- -- -- -- 6.00
9)  Land Rent -- -- -- -- -- -- -- -- -- -- -- -- -- 9.90
Total 612.75 10755 17520 4480 83.00 46.80 12460 9.35 53.95 1.26 19.39 2055 19.351328.60
Percent 46.14 8.09 1319 337 625 352 938 0.70 406 0.09 1.46 1.55 156 100.00
Per Household 2.1 0.72 280 0.71 213 055 312 042 126 030 294 046

L9



TABLE XXVIII

EXPENDITURE PATTERN OF COMMUNITY ACTIVITIES,
KUMROJ PANCHAYAT (1988/89)

(Rs000)
RECIPENTS
Activities Bl BS CL CS T4 TS HIL HTS 1ol 1oS Ol OS Saving TAS CIPS RON Total
1) School* 505 60.0 300 350 110 222 - 159 1.0 100 34.0 -- -- 160 340 500 3696
Books Supply 0.4 133 01 07" 01 07 005 04 002 018 002 0.1 - e e - 4.1
2)  Temple - 15 - - - - - - - - .- -- - - - 29 44
3) Road 16.1 176 17 74 74 206 11 9.9 0.2 53 66 34 -- -- -- 278 1251
Transport 140 74 12 12 6 46 10 10 - - 64 04 - -- -- -- 432
Labor 21 10.2 05 62 14 160 01 89 02 53 02 30 - -- -- 58 599
4)  Bridge - 25 - 18 07 140 - 70 - 40  -- -~ 900 -- -- 2200 3400
5) Comm Forest )
From inputs 05 130 - 65 35 115 - 125 02 38 -- 10 -- -- -- 122 647
6) Terai Com For
From Input - 246 - 234 20 250 -- 370 100 200 -- 100 -- -- -- 1700 3120
7) Imgation
labor 03 88 02 107 02 122 -- 42 01 23 -- 16 3705 -- -- 243 10195
8) Others 68 68
Total 678 12933 R 855 249 1062 115 869 152 4558 4062 161 13385 16 34 5072 13286
Per Household 133 053 20 0.73 113 047 038 068 152 0.70 580 038
Output (CF)
Grass 10 0 2 7 1 35 05 20 02 8 13 2 - .- -- -- 117
Frewood 0.2 06 01 02 01 06 02 04 005 015 01 02 - - -- -- 3
Growing Timber -- -- -- -- -- -- -- -- -- -- -- -- -- - - -- 135**
Output (TCF)
Grass 10 b 8 0 2 40 03 21 02 6 15 3 -- -- -- -- 147
_G_ e E ts, - - - - - - - - - -— - - - - - - 135.'
Salaries, wage, construction materials, stationaries, etc. Comm = Community
**  Accrue to community. CF = Community Forest
TCF = Tarai Community Forest
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Each activity receives funding from government/non-government
organizations (GO/NGO) (external source) or households within the village
system (internal source). Out of the total receipts of Rs. 1,328,600 for 1988, 46
percent came from external sources (GO/NGO) and 54 percent came from
internal sources (households) (Table XXIX). Internal sources consisted of
contributions from households in cash or in kind. About half of the external
sources was meant for forestry development and about 40 percent came from
the national government for operating the schools.

The funds collected were spent on construction materials, stationeries, or
various other material inputs. All of these were imported from Rest-of-Nepal
and equaled Rs. 513,000 (38.6 percent of the total expenditure). The remaining
expenditures were mainly for in-kind labor contributions by households and
thus were allocated to the Factor Account. A small amount of purchases were
made directly from households.

Community functions play a very distinct role in income distribution. Most
of the budget for schooling was spent on salaries for teachers who came from
families represented by Brahman-large, Brahman-small, Chhettri-large, and
Other Castes-large. rest of expended amount went to small farmers of Tharus,
Hill Tribes, Lower Castes, and Other Castes as wage payment. Brahman-small,
Chhettri-small, and all the large farmers had small shares in the rest of the
expended amount. In all castes and farm sizés; (economically) better off
farmers contributed the most and low-resource (landless/marginal) farmers
received the most.

Apart from direct distribution of funds, the community built up assets in
terms of human capital and non-human capital. Students attending school

represent the human assets which are not valued in monetary terms. However,
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TABLE XXIX

RECEIPTS AND EXPENDITURES FOR COMMUNITY
ACTIVITIES, KUMROJ PANCHAYAT, 1988

Source Receipts Expenditures
(Rs. 000) Source (Rs. 000)
Rest-of-Nepal Account Rest-of-Nepal Account
GO/NGO 612.95 Materials 513.00
Institution Account Factor Account
Households Labor
Brahman-Large 107.50 Brahman-Large 67.80
Brahman-Small 175.20 Brahman-Small 129.33
Chhettri-Large 44.80 Chhettri-Large 32.00
Chhettri-Small 83.00 Chhettri-Small 85.50
Tharu-Large 46.80 Tharu-Large 24,90
Tharu-Small 124.60 Tharu-Small 106.20
Hill Tribes-Large 9.35 Hill Tribes-Large 1.15
Hill Tribes-Small 53.95 Hill Tribes-Small 86.90
Lower Castes-Large 1.26 Lower Castes-Large 1.52
Lower Castes-Small  19.39 Lower Castes-Small 45.58
Others Castes-Large  20.55 Other Castes-Large 40.62
Others Castes-Small 19.35 Other Castes-Small 16.10
Factor Account Savings Account 128.00
Land Rent 9.90

Commodity Account
Materials and Services 50.00

Total Receipts 1328.60 Total Expenditures 1328.60
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castewise distribution of the human capital formation indicates a skewness
toward Chhettri, Brahman, and Hill Tribes (Table XXX).

Non-human assets include roads, school buildings, and a bridge for
which valuation was not made in monetary terms. Roads and bridge had
significant effect on marketing activities as they improved transport linkage

between the study area and the nearby towns.
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TABLE XXX

NUMBER OF STUDENTS ATTENDING SCHOOL BY
CASTE, KUMROJ PANCHAYAT, 1988

Caste - Children Children
of Attending Percent
All Ages School Attending
Brahman ' 1085 634 58
Chhettri 496 | 326 65
Tharu 979 | 279 28
Hill Tribes , 312 150 48
Lower Castes | 275 59 21
Other Castes 143 35 24

Total 3290 1483 45




CHAPTER Il

INCOME ANALYSIS OF THE RURAL POOR
FOR KUMROJ PANCHAYAT

In this chapter, literature is reviewed and applied to the issues of income
analysis of the rural poor. The following aspects are covered: 1) concept of
small farmers and caste system; 2) labor, wages, and migration; 3) small
farmer program evaluations i‘ncluding the Small Farmer Development Program
(SFDP); 4) systems for village income analysis including social accounting
methodology (SAM); and 5) application of a village system SAM to the Kumroj

Panchayat.
The Rural Poor

Subedi (1986) identifies four kinds of rural poor: rural beggars, sufferers
from natural disaster, landiess or near landless laborers, and small farmers.
The third and fourth categories of rural poor are of interest for this study. He
identifies the third group as hill migrants who could not get land in the Tarai,
permanent farm servants, bonded laborers, vegetable venders, porters, and
tenants who mostly till other's land under’contract or on a share cropping basis.
Generally; both husband and wife work as laborers to earn sufficient income for
the family. They generally do not have time to participate in social programs to

improve family welfare.
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Small Farmers

Subedi identified two kinds of small farmers: a) Invisible small farmers - -
those farmers belonging to lower castes or ethnic groups. These are marginal
farmers that try to supplement their income from livestock activities, share
cropping, and/or contractual tilling. They engage in off-farm work whenever
possible. They tend to be ignorant of events beyond their neighborhood. b)
Visible small farmers - - those farmers belonging to higher castes or ethnic
groups. Their farms barely provide subsistence. They also try to supplement
family income from livestock. Most of the farm work is done by women of the
family. Men do not work off-farm because of social prestige attached with their
castes. They generally sit idle around the village tea shops playing cards and
drinking tea or liquor. They frequently interact with outsiders. They may have
radios or bikes and are well aware of events going on around the world. They
are in constant touch with local development officers. They attend public
meetings and are able to speak of their problems.

Ken Kusterer (1989) reviewed about 268 Ph.D. dissertations on attitude
and aspirations of small farmers and made some striking conclusions on this
issue. He found that the word 'small farmer' and 'rural poor' are used
interchangeably to convey the same message. A small farmer is an adult
member of a small farm household. 'Small' refers neither to household size nor
to land extension, but to the scale of economic activities (for income generation
and capital accumulation). In other words, small means 'poor' or at least not
rich or middle class. 'Farm' does not necessarily refer to a piece of
independently worked land but refers to a household that is located in a rural

setting and economically located in the agricultural sector. Thus, landed and
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landless cease to be relevant. Almost all small farm households have access to
at least some land (dwelling site) and almost no small farm household engages
exclusively in farming its own land as its only economic activity.

One dissertation reviewed was about the SFDP in Nepal (Ashby, 1980).
Recognizing 'lack of marketing infrastructure' as the single most important
problem for farmers, it classified all farmers into four groups: 1) large
commercial farms (one ha. or more and 50 percent or more of income from cash
crop sales); 2) small commercial farm (less than one ha. and 50 percent or
more of income from cash livestock sales); 3) part timer (33 percent or more
income from off-farm activities); and 4) subsistence (little or no cash earnings).

Furthermore, this study identified five hierarchical goals that motivate
economic behavior of small farmers which are: a) escaping from subordination
to a higher status, e.g. from a tenant to a landlord; b) establishing a viable
household economy; c¢) ensuring economic security for the lifetime of the
household; d) accumulating enough domestic capital to establish the next
generation of households; and e) ensuring increased standard of living to be
carried to the next generation. He argued that small farmer households at
levels (a) and (b) do not need credit to escape from poverty. They are too
vulnerable to manage credit and repay the loan. They are in need of additional
jobs, additional skills, and capital to generate additional income. Those small
farmers at levels (c) or above do need credit to generate additional household
income. However, as soon as they attain economic security, they cease to be
small farmers.

Nepal Rastra Bank (NRB, 1988) defines small farmers on the basis of
landholdings irrespective of income earning capacity. Accordingly, farmers with
8.2 bigha or more, 4.1 bigha to 8.2 bigha, 1.5 bigha to 4.1 bigha, and less than

1.5 bigha are classified as large, medium, small, and marginal farmer,
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respectively. Based on basic income needs, it recognizes that families with per
capita annual income below Rs. 2168.1 in the hills and mountains and below
Rs. 1,719.5 in Tarai are under poverty.

The National Planning Commission (NPC) (1989) has defined per capita
incomes of Rs. 1,971 as minimum basic needs income.

The Agricultural Development Bank (1986) has defined a small farmer as
one who is depending on the profession of agriculture, cottage, and rural
industries at the village level; whose landholding is small; who is actually a
cultivator, tenant, sharecropper, fisherman, landless laborer, or laborer
engaged in rural and cottage industries or other skill category; and whose
annual net incohe does not exceed Rs. 1,200 (1985 prices) per capita for all
family members.

There seem to be differing opinions on criteria for defining a small farmer
including size of land holding, income, or poverty line. Each criterion has its
own strengths and weaknesses. This study follows more the definition followed

by the Agricultural Development Bank.

Caste Systems

Caste type systems exist in one form or the other in all human societies
because of differences in the function